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MAY 24 1978

The Honorable Stansfield Turner
Central Intelligence Agency
Langley, Virginia 20505

Attention: Office of Legislative Counsel
Dear Admiral Turner:

Enclosed for your review and comments are five copies
of our proposed report on the desirability of establishing
a single retirement system for all Federal personnel. The
report covers 38 Federal and Federally related retirement
programs and was requested by the Chairman, House Committee
on Armed Services; the Chairman, House Committee on Banking,
Currency, and Housing; and the Chairman, Subcommittee on
Retirement and Employee Benefits, House Committee on Post
Office and Civil Service.

Because the report discusses many different retirement
programs and, in its entirety, is quite lengthy, the enclosed
copies include only those sections which relate to the Central
Intelligence Agency Retirement and Disability System.

Your attention is directed to the restrictions stated
on the cover of the draft report concerning its use and the
need to prevent publication or other improper disclosure of
its contents. Also, the draft and all copies belong, and
must be returned on demand, to GAO.

We must receive your comments within 30 days of the date
of this letter in order to incorporate them, in whole or in
part, in our final report. They may be sent to Mr. H. L.
Krieger, Director, Federal Personnel and Compensation Division,
GAOQ, Room 4001, 441 G Street, NW, Washington, DC 20548. If
you or your representatives desire any further information
regarding the report, please contact Mr. Robert E. Shelton,
Project Director, at 275-5743.

Sincerel rs,
-~

,J/" ¢
(/, J. K.
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Washington. D.C. 20505

Mr. H. L. Krieger, Director

Federal Personnel and Compensation Division
General Accounting Office

Washington, D. C. 20548

Dear Mr. Krieger:

This is in response to Mr. J. K. Fasick's letter of Z& May T978
requesting our comments on your proposed report as to the desirability
of establishing a single retirement system for all Federal personnel.

We do not concur in the conclusion that the CIA Retixement and
Disability System (CIARDS) should be included in a single consolidated
Federal system. . We consider that the unique security and management
factors require that the CIARDS should remain under Agency contxol as a
separate statutory system. ' ’

The justification for maintaining CIARDS as a separate System was
spelled out in the Agency's detailed response of 9 Maxch 1977 to
Mr. Shelton's earlier. (11 November 1976) letter which initiated GAO's
review. A copy of the response we made at that time is enclosed as
Attactment C. Unfortumately, your draft report does not inciude most
of the rationale supporting our position. As a result, reciplents of the
report within the Congress would be given a one-sided view supporting your
conclusion for one retirement system with little insight into the Agency's
position -to allow an cbjective appraisal of the proposal as it concems
CIARDS.

To present a balanced report, we feel it enly fatr and necessary
that the detailed rationale supporting CIA's position be included in the
section of your report on CIARDS. Accompanying this letter as Attachment A
are our comments on the draft of your proposed report. For your further
information is Attachment B, a statement made by the Acting Deputy Director
of Central Intelligence on 13 October 1977 during hearings on CIARUS held
by the House Pexmanent Select Committee on Intelligence. We believe you
will find in these two attachments important infowmmation to supplement: the
information we gave to Mr. Shelton in March 1977.

If, notwithstanding the views expressed in the attached materials,
your final report recommends the merger of CIARDS in a single Federal
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retirement system, we request that the report reflect the Agency's
rationale for CIARDS as a separate system and the Agency's stand in
opposition to any other arrangement.

A representative of our Office of Personnel is prepared to meet
again with Mr, Shelton directly to discuss appropriate revisions of
the report to satisfy our concerns.

Sincerely,
/s/John K. Blake

John F, Blake
Acting Deputy Director

Enclosures
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CIA's Comments on GAO's Draft Report
Proposing a Single Federal Retirement System

The comments expressed herein are submitted at the invitation
of Mr. J. K. Fasick, extended in his letter of 24 May 1978 which trans-
mitted a draft of the GAO report concerning the desirability of a single
Federal retirement system. These comments are directed to presenting
opposition of the CIA to the elimination of the CIA Retirement and
Disability System (CIARDS) and to the correction of errors of substance
in the draft report.

At the beginning of Chapter 4 of the draft GAO report, it is stated
that Federal retirement systems have evolved without policy guidance, and
elsewhere the statement is made that they developed piecemeal. In the
second paragraph of Chapter I it is reported that a retirement system 1is
basically a program for providing a pension to retired employees for life,
and elsewhere the report indicates that whatever reasons were accepted
originally for establishing separate systems are not valid today. CIA
wishes to register views in opposition to these observations as they
might be intended to apply to the CIA Retirement and Disability System
(CIARDS).

The Agency camnot agree that CIARDS was developed without policy
guidance; certainly the legislative history of the System indicates that
the Congress acted consciously and in full appreciation of what the Agency
represented as the need for a separate retirement system for the management
of a pool of manpower unique in the United States Government; unique as to
duties, conditions of work, utilization and as regards security factors
not found elsewhere in Federal employment. The two statutory criteria
governing the use of CIARDS certainly reflect that this System was not
intended for normal Government employment. For further realization of
the fact that CIARDS was developed only after very close and conscious
policy guidance, one need only to consider that the statute creating CIARDS
required that the internal Agency regulations governing the practical
administration of the System be cleared with the ranking members of both
the House and Senate Committees and, further, that a quota was set for the
number of retircments that could be possible under the System. These very
real expressions of purpose and control do not describe an absence of policy
guidance, they are emphatic evidence that CIARDS in fact enjoyed such
direction. Policy guidance of CIARDS is again evidenced by the requirement
(established in 1976) that an ammual report on the administration of CIARDS
be presented to our committee in the House. Such reports have been submitted
for two consecutive years; these reports were prepared by an outside (non-CIA)
consultant. In October 1977, a subcommittee of the House Permanent Select
Committee on Intelligence conducted a full-scale review of CIARDS, requiring
oral testimony and written replies to several scores of questions. Thus,
policy guidance is being continued by the Congress.
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The Agency takes exception with the view that, in the case of CIARDS,
a retirement system is "basically a program for providing a pension to
retired employees.'" The representations made by the Agency to the Congress
in support of establishing CIARDS show that the Agency wanted CIARDS as a
management tool for the administration of the operational cadre, to keep it
vigorous and resilient, and as a secure means for administering retirement
benefits for persons who cannot admit to any affiliation with CIA, or even
with the United States Government. It was only after the statement of these
primary purposes of CIARDS that there followed the requirement for a rate
of annuity that would recompense members of the operational cadre for the
unique services which they rendered their country. These representations,
in evidence in the legislative history, were most recently expressed on
13 October 1977 when the Acting Deputy Director of Central Intelligence
testified before a subcommittee of the House Permanent Select Cormittee on
Intelligence. Rather than repeat those views here, there is enclosed a copy
(Attachment B) of the statement of the Acting Deputy Director on that date.
We are confident that this statement will be highly informative and a valuable
supplement to the information furnished to Mr. Robert Shelton in our letter of
9 March 1977.

As can be seen from reading the statement of 13 October 1977, as well
as of the material furnished in 1976 to Mr. Shelton, the primacy of CIARDS
as a management tool for the effective administration of the operational
cadre is emphasized. Both documents point out the unique structures of
career services through which personnel administration is effected within
CIA and the fact that CIARDS is intimately intermeshed into the lmanagement
context of CIA persomnel administration. CIARDS is a vital element in the
Agency's management context, and to divorce the two would cause irreparable
damage. Further comment on the matter of the intermeshing of a retirement
system with the management context in which it is to play an effective role
might be useful.

In 1965, just as the Agency was implementing CIARDS within the Agency,
a White House Cabinet Committee was appointed to examine all Federal retire-
ment systems. That Committee devoted some of its time to conmsidering the
merger of other separate systems with the Civil Service Retirement System
which, in its view, would contribute to better and more economical adminis-
tration, maximum across-the-board consistency and better coordination with
other fringe benefits (the same aims as reflected in the present proposed
GAO report). While all thesc seemed to the Committee to constitute a
laudable goal, the Committee did, however, recognize that the management
contexts within which retirement systems operate do differ. Hence, the
Committee acknowledged the vastly different organizational structures of
the military services and The Foreign Service and concluded that:

"MSR (Military Services Retirement) and
EFSR (Foreign Service Retirement) are management
oriented to a greater degree than is CSR (Civil
Service Retirement). Both are closely coordinated
with their respective personnel systems to facili-
tate the retention and promotion of the most able
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and to separate or retire the least able as well
as those no longer able to fully meet require-
ments of the service. The close coordination
between these retirement systems and their
respective personnel systems is a basic reason
for their continued separate existence."

CIA believes that CIARDS is even more unique among Federal retirement
systems than are the systems for the military and The Foreign Service.

We know of no compelling considerations that have changed the validity of
the views expressed by the Cabinet Committee; we know of no developments
in the intervening years that would have negated the reasoned conclusions
reached by the Cabinet Committee then. '

The last sentence of page v of the draft GAO report states that
"...we found no justification for granting preferential benefits to certain
groups merely because of the type of work performed;™ and on page vi the
penultimate sentence reflects the understanding that CIARDS covers "positions."
It seems that this language might reflect an insufficient understanding of
CIARDS and the context in which it operates. CIARDS does not cover ''posi-
tions," and the benefits are not premised merely on the position occupied.
CIARDS is more dynamic than that; it covers "certain employees' rather than
"positions' and is more related to the whole context of the careers and
services of these '"certain employees." These are employeces who make them-
selves available for service any place in the world as the needs of the Agency
dictate; all of them serve under 'covers' that usually require them to perform
two jobs, their CIA job and the cover job and, at the same time, protect the
integrity of their cover and the organization that provides the cover; these
are pressing responsibilities. Often their service involves major disruption
to personal convenience and family life; and the employees are always targets
for opposition intelligence services and oftentimes the objects of hostile
action from opposition services and terrorist groups. The strains caused
by prolonged periods of such service often diminish the vigor and resiliency
of many of these employees; this result, and eventual erosion of their cover,
8 ¢ to 1limit their usefulness to the Agency. The slightly higher annuity
rate and the earlier age for voluntary retirement have been established as
hunane recompense for employees who have thus served their country. CIA
holds strongly to the view that it is the totality of the nature of working
careers of the operational cadre that argues for CIARDS rather than just the
specific work they perform.

The second paragraph of Chapter 2 of your report contains these two
sentences: '"'Because retirement is an integral part of employee compensation,
differing benefit provisions mean differing rates of compensation for
employees who may be performing similar or equivalent functions and who are
otherwise paid the same. In our opinion, the same provisions should apply
to all Federal personnel unless there are compelling reasons to the contrary,
and this criterion was used as the basis for our evaluation." To this, we
must respond that the Congress obviously appreciated that certain employees
of CIA served careers that were quite different from normal Government employ-
ment; these employees are performing in careers that are not "similar or
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equivalent" to normal Government employment. The conclusion of the
Congress found expression in these two statutory criteria for coverage
under CIARDS:

1. in support of Agency activities abroad hazardous
to life or health, or

2. so specialized because of security requirements
as to be clearly distinguishable from normal Government
employment.

We submit, therefore, that the benefits structure is premised on the recog-
nition of the uniqueness of service of the type covered by these two criteria.
These criteria define rather conclusively that the certain employees are not
performing functions that are "similar or equivalent' to those performed by
other Federal civilian personnel, and we believe this fact offers you
""compelling reasons' for accepting the uniqueness of CIARDS.

We should like to make the observation at this point that there are
very definite criteria to be satisfied for eligibility for participation
in CIARDS. The statutory criteria just cited have been implemented by four
internal administrative criteria which are included in the Agency regulation
on CIARDS. The regulation, and of course the internal criteria, have been
reviewed by the Congress. For your information, a sheet showing these
criteria is attached to Attachment B, the statement made by the Acting Deputy
Director to the Congressional Committee on 13 October 1977. While, as you
observe in your report, criteria for participation in Federal retirement
systems are lacking, you will appreciate that this is not the case with CIARDS.

While CIA is sympathetic to GAO's interest in promoting efficiency by
proposing a single retirement system, we feel compelled to observe that our
experience leads us to conclude that efficiency in the Agency's operational
activities is promoted in no small measure by an esprit de corps that has
developed in the operational cadre and that the special identification that
participation in CIARDS carries is an important ingredient in promoting such
esprit. CIARDS has been in existence for 13 years, and over that time the
distinction of being approved for membership in the System has increasingly
become regarded as a special form of recognition. In the materials sent to
Mr. Shelton in March 1977, we reclated the opinion of the Deputy Director for
Operations in regard to the idea of eliminating CIARDS as a separate system.
We repeat his comments: 'The effect of this move on morale within the DDO
would be disastrous and, taken with other difficulties would, in my opinion,
seriously degrade the calibre of the morale of the people we could hire and/or
retain in the Operations Directorate.'" We most emphatically reaffirm those
observations today. Although moralc is an intangible factor we prize it
highly and propose to promote and maintain it, and we regard CIARDS as an
extremely valuable means for achieving that end. Morale is an extremely
important ingredient in the careers of the operational cadre and, in the last
analysis, in the accomplishment of national intelligence objectives.
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On page 156 of the proposed GAO report it is stated that the Agency
viewed the loss of administrative responsibilities for covered employees
(resulting from merger of CIARDS with other retirement systems) as an
infringement of the statutory responsibility of the Director to protect
intelligence sources and methods. We think that statement does not describe
accurately our concern. We refer you to pages 7, 12, and 13 of the state-
ment made on 13 October 1977 by the Acting Deputy Director to the Congressional
subcommittee. The passages on those pages provide a good description of what
our interest is in this important area, and make clear that we are concerned
with considerations much more vitally important than can be conveyed by the
description "administrative responsibilities."

We hope that these remarks have highlighted that CIARDS is a special
retirement system designed to fit uniquely with the Agency management
structure and the security practices designed for the protection of
intelligence sources and methods. The record discloses that a great deal
of policy guidance was directed to the formulation of CIARDS and to its
continued operation. It covers a group of employees whose service is unique.
Congress best described such service by defining it as being clearly dis-
tinguishable from normal Government employment. The System is principally
a management tool to ensure that the cadre covered by it is maintained at
levels of vigor, resiliency and adaptability best able to pursue the nation's
foreign intelligence missions. Lastly, CIARDS as a management tool permits
the Agency to carry out securely those retirement functions which are so
sensitive that they must fall within the Director’'s statutory authority for
the protection of intelligence sources and methods.

The proposed GAO report includes the Agency's Voluntary Investment
Plan (VIP) in the treatment of retirement systems. Although techmically the
VIP is a pension plan (approved by the Internal Revenue Service), it is not
practically a retirement system. No retirements of any type are effected
under the VIP. There are no Agency contributions to the Plan and there is no
Government funding involved, and no actuarial valuations are made. VIP is
simply only a vehicle for enabling Agency employees voluntarily to invest
over the long term with the prospect of building a supplement to their
eventual retirement annuities. Such employees actually will retire under
CIARDS or the Civil Service System. We suggest, therefore, that you may
wish to eliminate the VIP from the proposed report.

There are certain specific errors in the proposed GAO report:

--The chart showing Congressional responsibilities for Federal
retirement systems should reflect that the House Permanent Select
Committee on Intelligence has (in the House) exclusive oversight of
CIARDS. The presentation in regard to the Senate is accurate.

--On page 155 it is stated that "According to CIA officials
the limitation (quota) has never caused a problem and is expected to
be removed by 1978 or 1979." That the Agency was able to operate
within the quotas established for each quota period speaks better for
Agency management than the quotation suggests. We know of no Agency
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ofticials who made the quote attributed; we do not know what

our oversight comnittee will do when the present quota period
ends on 30 June 1979.

--On page 156 is the statement that "'CIA officials agreed
that any conclusions reached on The Foreign Service retirement
system would generally be applicable to the CIA system." We know
of no basis for such statement and wish to disavow it.

--Page 17 of Appendix II needs to be revised.

(a) We suggest a preamble that establishes that to be
eligible for retirement under CIARDS, an employee nust have
completed at least 5 years of service of the type described
by the two statutory criteria; viz, hazardous to health and
life or .clearly distinguishable from normal Government
employment, in addition to satisfying requirements for age
-and length of service.

(b) Change "optional' retirement to woluntary'
‘retirement.

(c) Under mandatory retirement. climinate the mention
of 5 years service; the suggested preamble will cover that fact.

(d) Eliminate '"Discontinued Service;" we do not have
that in CIARDS.

(e) Add a heading "Involuntary Retirement' showing
eligibility at age 50 with 20 years service or at any age with
25 years service. t

(£) Under '"Deferred Annuity" eliminate reference to
5 years of service; the preamble will cover that fact.

-~-Page 11 of Appendix III (Disability Retirecment). The last
sentence should specify the"difference. between the employee's age at
time of retirement and age 60" (our emphasis) rather than "age 20"
as shown. T

--Chapter 3 of your report (Management of Federal Retirement
Programs) shows the costs and man years necessary to administer CIARDS
and specifies a total of $286,000 and 14 man years. The letter to
Mr. Shelton in March 1977 specified that the number of man years devoted
exclusively to CIARDS was 9 and the cost was $159,602 for their
salaries, $15,000 for actuarial support and $10,000 for computer support,
for a total dollar figure of $194,602. Our letter disclosed that
although 5 other man years were devoted to CIARDS, such commitment was
not exclusively the result of the existence of CIARDS but was, instead,
a function of the total number of personnel in CIA and not a function
of CIARDS. We stated that, "In other words, if the Agency did not

: 6
Approved For Release 2001/07/12 : CIA-RDP81-00142R0005001 10005-3 -



Approved For Release 9801/07/12 : CIA-RDP81-00142R000500438005-3

have CIARDS and all cmployees were under Civil Service, the
part-time effort these employees (i.e., the 5) now direct toward
CIARDS retirement matters would be devoted to Civil Service
retirement matters.'" We believe, therefore, that this section
of your report should be revised to reflect that CIARDS
necessitates a total cost of §194,602 and the commitment of

9 man years.

Ixcept for the views expressed above, we are in general agreement on
some other of your proposals. Thus, we would concur in standard methods
of financing and funding and standard methodology for actuarial valuations.

The Agency's principal concern, however, is that CIARDS be continued

as a separate retirvement system, administered from within CIA, for the
reasons stated.
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Mr. Chairman:

I want to thank you for this opportunity to describe
+he™CIA Retirement Act.of.1964 for Certain Euployces'and its
importance to the Agency. During the course of my .
discyssion, I shall address myself to the questions raiséa
in the Committee's letter of 30 September 1977; mamely,=*

justification for the Agency's need for a2 separate retiiem;p; '

A

PR g

system, the necessity to maintain a mandatory retirement - --:;.:

age for particip ants in this system, and our views concerninvifk

a mandatory retirement age for those emnloyees covered by thei
Civil Sexrvice Retirement Act. — » -

The CIA Retirement and Disability System---we ﬁsually

refer to it by the acronym CIARDS---is a separate retiremengf
system designed for the Agency's personnel vho perform

hazardous and spac1allzed duties peculiar to CIA's conduct

of intelligehce operations abroad. In my discussion, I shall

ba referring to that group as the operational cadre.

The need for a separate retirement program to cover’the
6perational cadre was idgntified by Agency managers 1n_the
garly 1950's. They were concerned that the Civil Service
System, which then coverad all CIA employees, was not
designed for the management context within whicﬁ the
operational cadre operates, noT could that System provide

——

for the unique security requirements necessary for the

Approved For Release 2001/07/12 : CIA-RDP81-00142R000500110005-3



Approved For Release=2001/07/12 : CIA-RDP81-00142R000506#10005-3

protection of the operational cadre. Agency officials
decided, therefore, to seek legislation to covexr this
particular group of Agency employees. }

In support of the proposal for CIARDS, Agency officials
jdentified the size of the operational cadre as about 25 to -
30 percent of the Agency's étrength; described the éangerous
and arduoué-services performed by these employeeé; related
that such services required continuing resiliency, vigor, '
adaptability and stamina; stated that the physical, mental
and psychological abilities of such employees were found to
diminish over their careers; pointed out that when employees
were identified by opposition services or were otherwise
publicly exposed, their continued |
usefullness in foreign areas was lessened; explained that the
employees in the operatiocnzl cadre had to be of ages to "blend'™-
‘into cover slots oyerseas; that provision had to be made for
the attraction and intéke of new and younger,cffiﬁers, _ -
unidentified to the opposition, to replace those whose
ﬁsefulness had lessened; that an annuity rate slightly higher
than that of Civil Service should provide for those.employees
whose careers were necessarily shorter than those found
elsewhere in the civilian service; and; finally, that the
proposed CIARDS be administered wholly by the Agency in

pu
order to provide maximum security to those employees and
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Approved For Releasg,2001/07/12 : CIA-RDP81-00142R0005%gst 10005-3
retirees whose affiliation with .the Agency or even with the

U.S. Government must not be revealed outside CIA.

During the years 1962,'1963 and 1964, Agency officials
testified at hearings before the Houée and Senate Armed:
Services Committees to work out the details of the proposed -

retirement system. The f£inal product was P.L. 88-643 of

" . 13 October 1964, the CIA Retirement and Disability Act.

What the Congress enacted covered only those Agency
emplofees serving in the operationai cadre~--these are the
"Certain Employees' specified in the fitle of the Act. The
Congress established two statutory criteria to goverm the .
desiénation of participants in the System. Thus, onl}
these employees could become partici@ants..

-- those whose duties are hazardous to life
“or health, | - l:
-- those whose duties are so specialized
because of security requirements as to be clearly
distiﬁguishablé from normal government employment.
In addition to thus limiting the application of the System
to certain types of employment, the Congress providgd a
quota on the number of retirements that could be effected
under the System in order to ensure the proper observance
of the criteria during the formative years in which the
Agency would be phasing the Systenm into its managemént

structure. The quota was initially set at 400 retirements
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for each of the first two 5-year periods of administration.

Subsequently, in 1970 the'quota for the second 5-year period
was increased to 300 and later in 1973, increased again to

2,100 to accommodate large-scale personnel reductions from

-

for the S-year period ending 30 June 1979. } A -_-‘

The twa statutory criteria for nar;1c1pat101 in the
System were purposely worded in broad fashion. The Congre;s\
chose not.to include in a public document any details of the )
types of qualifying sérvice performed by the "Certain |
' Employees,” althougn many exémples'had been given to the
Cbmmittées in executive session. The Agency’s internal
regulations on the System, whicﬂ treated qualifying service
in more detall, were reviewed and épproved by the Armed

Services Committees in 1965, as called for by the legislation.

It will be useful in the present review to describe in
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in afriving at its judément to enact CIARDS in 1864:

-~ Those eligible for participation im CIARDS
are employees engaged in the conduct and support of
intelligence operations overseas, and comprise about
25 to 30 percent of Agency personnel strength.

-~ Most of these employees serve under cover,

a requirement which adds a dimension to their
employﬁent not found in normal, government employment-

I3
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This requiremsnt calls for the exercise of
stringent tradeﬁraft to protect the cover,
especiﬁily in areas of hostile intelligence‘
and;internal seéurity services; -

~~'Many émployees under cover must perfarm
tw5 jobs, the cover job and the Agency job --
usually with the inconvenience'of long and
strenucus hours;' -

-- There is thE'aanger of injury, death
or capture resulting from actioné.by hostile
elements.
) -- These employees are frequently assignedi
io countries or areas not of their choosing,
often with great disrTuption to personzl and
family affairs.

-- Such serﬁice places a great demand for

resiliency, adaptability, and vigor in these

.employees.
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-- Prolonged service overseas increases
the risk of identification to hostile intélligeﬁce
and internal security services, thus greatly .
diminishing the utility of emplayees so 1dent1f1ed
and their a551gnab111ty to foreign posts.
-- The operational cadre needs to maintain
a continual flow-through of new enployees wha
are not identified to opposition-services.and
who enjoy high levels qf resiliency, adaptabili;y.
and vigor. | -
-~ To assist in promotlné continual flow—
throuoh of new employees to replace employees
of diminished utility, two features of CIARDS
werse d851oned to linit the careers of employees
-in the operational cadre: A statutory mandatcry
retirement age was set, and a limit of 703 of
high-three was imposed on annuities. These
two faétors contribute to Tetirements earlief
than observed in the normal civilian service
and contribute also to the vitality and vigor

of the cadre and to the maintenance of its

general utility.

6
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-- An annulty formula dt a rate somewhat

higher than that for normal civilian Federal
employees 1is necessary in order to recompense
members of the operatiomal cadre for the hazardous
and unique nature of their service. |
-~ Security facto:s dictate that CIARDé_must
be vholly azdministered from within the Agency. |
By the very nature of their participatién in the
System, participants in CIARDS are under varying
types of covers, and knowledge of these cannot be
disclosed. Retiremant contribufions to the CIARDS
Fund are hendled securely within the'Agéncy, :
regardles; of the types of.cover. Even wupon
retirement, éertain enployees must remain uader
-cover‘and cannot reveal any affiliation with CIA
or, in some cases, even fhe U.S5. Govermment. The
. Agency has secure methods for making salary payments

annuity payments to annuitants

.

to such employees zn
and survivors without identifying such affiliztiom.
The'need to éccomplish the secure administration
of such CIARDS reﬁirees, as well as the current
employees unaer cover, is so important and the
means to do so are so sensitive that they should
be protected under the Director’'s statutory
responsibility for protecting intelligence sources
and methods.

Approved For Release 2001/07/12 : CIA-RDP81-00142R000500110005-3
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activities withip the Uniteé States would be
included under the statutory criteria; for example,
handiing of explosives for demolitions training
or handling foreign clandestine agents thle they A ::
are in the United States. _ . -

MNow, Mr. Chaifman, I would like to discuss CIARDS in o
the context of the Agencyfs personnel managemént s?stem; »
In the years ?rior to the enactment of CIARDS, the )

Agency developed a system of career services through which
personnel managemenf'in.the Agency is carried on. Agency
manpower 1s organized into_five major career servicesﬁ each

one concerned with a major functional respcnéibility. The -
nanagers of these career services are responsible for maintaining
thé panpoﬁer capabilities of their work force, for planning.

for ﬁhe 1cng-rangé demands for skilis to copé}with anticipateé
operaticnél and professional requirements, for plamning the
training'aﬁd development of members of the work force, and )
for annual evaluation of them and identification of ineffective
ar marginal performances. In addition to these respomsibilities,
the'managers of the 6éerational cadre have another special and
essential requirement, that of managed attrition within the

caéfe for the reasons previously specified. Here, planned
attrition aided by a mandatory retirement sge is essential.

In this respect, CIARDS has proven to be a very useful tool.

8
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-- The benchmark of tﬁe mandatory age enables
the managers better to predict and plan retirements
and to plan reéruiting and training efforts accordingly.
~~ Involuntary retirements have been used ét
times to reduce personnel surpluses or to separaté
employees whose skills are nq'loﬁgér needed, but the
higher annuity bemefit received under CIARDS recogﬁizes
the hazazdous or.unique services and minimizes the . -
hardship of such separations.
-- Veoluntary retirement accounts for the
majority of retirements under CIARDS. Participants
retire voluntarily for a variety of reasoms: i_ .
realizing that they face a méndétory retirement,
many leave at earlier ages to seek ne# careers while
'they are young enough to be éompetitive in the lahor
market; ﬁany perceive that their utili?y is diminiéhing
due to erosion of cover or growing obsolescence gf
'skills; others recogznize their motivational exhaustion )
due to the rigors of such service. - .
Mandatozxy retirement'and the liberalized benefits
promoting voluntary retirement under CIARDS have contributed
immensely fo the career service objectives of keeping the

cperational cadre resilient, adaptable and vigorous; of.

permitting a flow-through of new employees who can fit

9
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cover requirements and who are ﬁbt identified to gpposition
services; of effecting drain-offs at the upp2rT gradss, thus
improving opportunities for career develcprent and promotions
‘of yoﬁngér officers; and of meetiﬁg reduced personnel ceilings.
Mr. Chairman, for 13 years CIARDS has démonstrated its
usefulness to the Agéncy as a tool of management and as anp
incentive to employées individually. CIARDS has been wove

intimately into the management framework of the cperational

cadre and its supporting elements, and it has contribﬁted’

1

mightily to several important management objectives. This:

| ]

e

onal

-~ Enabled thé'Agency to-keep-tha operat
cadre vigorous; vital, resiliént and édaptable- -
-- Has had a positive impact on the morale of

its members since thzy take pride in their identifi-

cation with CIARDS zs reflective o e Government's

rh
rt
e

halr services.

rh
ﬁ
(v

recognition of the special value o

- Contfibuted pls) separatioﬁs that have enableé
us to meet reduced personnel ceilings or the phase-
dut'of obsolescent skills.

-~ Minimized gréatly the problem of arranging
suitable and viable cover.

-~ Enhanced the opportunities for career

development and upwaxrd progression of the juniar

officers.

10
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-- Has given the Agency a secure system for
the administration of fetirement~matters for those
participants who cannot be acknowledged as having,
or having had, any affiliation with the Agency or,
in some cases, even with the United States Government.
Mr. Chairman, we have provided to your Committee two

letters and 2 number of tables which we feel will be useful
to the Committee in assessing the justification for CIARDS.
Most of this matefial is classified.

I should 1like, with your permission, to mention a
passage from the letter from Director Colby to Mr. James
Lynn, former Director of OMB, in April 1975. On page 8§,
former Director John McCone is quoted from his statement
made to the Congress in 1965 when he was testifying for the
enactment of CIARDS:

"I consider the enactment of the CIARDS Bill
essential to the effective performance of our
mission.'"

Mr. McCone was fully knowledgeable of the difficulties
facing the Agency in attempting to manage, and manage securely,
the operational cadre under the Civil Service System. He
was aware that as early as 1953, only six years after the

Agency was established, Agency managers were at work on a

[}

prToposal for a separate retirement system that would satisfy

the requirements for the management of so unique a group and

for the secure administration of such system. DMr. McCone's

Approved For Release 2001/07/12 : CIA-RDP81-00142R000500110005-3
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independent judgmant was that a separate securely-zadmninisterad

system was a necessity.

If anything, the CIARD System has become more essential
to our Agency because thﬂ hazards to which our people ar
subjected have 1ncraased We are now in a.phrloa of
1ntnrnatlonal terroxlsm, and Agency personnel overseas

are a prime target. Their vulnerability, Mr. Chairman,

has increased substantially as a result of an ongoaing -cauﬁalgn
of public exposurn of Agency personnel in the nnala and by a

. variety of groups hostile to CIA. .

Mr. Chairman, my xemarks would not be complete without

comment on the con5°qunnces that would follow the zbolishment

[a ¥

of CIARDS as a separate retirement system administsred wholly
by the Agemcy or the elimination of the mandatory retirément
age from CIARDS.

If CIARDS were abolished entirely as a éeparate
retirement system, two results would occur: - .‘:

-~ There would b2 an utter crippling of the—:_- -

Agency's ability to administerly -secu relv %etirevent

matters of the participants and retvraas whe are

under cover. The need for secure methods for such

protectlon is a matter of great concern to managers

of the operauloﬂal cadre and its activities.

It was a matter with which the managers continualiv

»

12
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struggled in the earlier years when participants
of the operationél cadre were all under the

Civil Service System. In the 13'years in which
we have used CIARDS, the means of administeringA
retirement matters of the operational cédre have |
_becomé more effective. These means have becone
more sophisﬁicated in order to meet the increaseé
capabilities of opposition intelligence services
to identify our employees. Such arrangements ‘

are so sensitive that they fall Within‘the statutory
responsibility of the Director for protecting )
intelligence sources and methods. Elimina@ion
of CIARDS would require the Civil Service
Comﬁission.tb repiace the tested procedures,
controls and mechanisms currently under the
purview of the Director of Central Intelligence.
Substitutes ~-- even if acceptable ones could
be deveioped, and I doubt they could -- would

. not be under the control of the Director. The

result would impair his statutory responsibility

to protect intelligence sources and methods.

13
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~-- The abolishment of CIARDS would have

devestating effect on the morale of the employses

who comprise the operational cadre. The esprit de

corps that has déveloﬁed in that group over the past

13 years, and passed down to its new nembers, is an

impressive asset to the Agency and to the national

intelligenﬁe effort. While the Agency is Fo*‘tunate
to enjoy a high degree of spirit, professionzalism
and dedication to duty among all its employees,
this is even more apparent among the employees

who comprise the operational cadre. This derives

from the fact that part1c1pat10n in CIARDS is -

Government recognltlon of their hav1nc perforﬁn&

hazardous or unique types of service. This esprit

 :§§_corns is pervasive, and enables us not only to -
attract the type of new recruits we want but also:

.to stinulate the efforts of the new officers early_

in their careers. )

If mandatory retirement age were removed from CIARDS,
we would lose a vital feature from the management system of
the operational cadre. It would deny to the managers an
important benchmark that 1s used for projecting and predicti
retirements. It woulé remove a key factor which influences

many voluntary retirements at earlier ages. This,in turn,

14
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would lead to an aging of the operational cadre; the

diminution of vigor, adapﬁability and resiliency among its
ranks; and increased difficulty in arranging cover. 1t
would; therefore, become necessary té resort to involuntary
retlirement ta-ﬁrevent such de?elopments. The use of
invbluntary retirement to solve these problamé would
have thé deleterious effect of dampening theAenthusiasm-
of younger officers and of discouraging the recruitment
of new officers. The effect on the morale of present
officers would be disabling. |

Mx. Chairman,_in closing, I should l1like to touch on
the matter of accounting of our stewardship of this éﬁique
program entrusted to us by the'éongféss 13 years ago.
The legislative history of CIARDS reveals that the
Coné%ess wrote the Act purposefully in éeneral terms in
order not to include sensitive details in a public docuﬁeut-
Such sensitive details ware, of course, discussed at length
during executive sessions. The Congress required that the
classifiéd, internal Agsncy regulations establisheé for the
administration of CIARDS ba cleared by the ranking members
of the committees and, 2s already stated, this was done in '
1965. It was because of the generality of the statutory

criteria, and the need to develop experience in the

administration of the System, that the Congress initiaily

15
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established a quota on retirements and required clearance of
the Agency's internal regulations. In 1976, the House
Committee on Armed Services requested a report on how the
Agency had administered CIARDS since its inception, with
special attention to the matter of designating part1c1pants
Mr. Chairman, we have prov1ded your Commlttee Wlth copies
of two reports by Mr. Andrew Ruddock wha ma&e a ccmpletely
independent study of CIARDS for subm1551on tn the House -
Armed Services Committee. One was submitted in 1976 and-the-
second one in Sepfember 1977. Mr. Ruddock"ie, as you know,
the former Director of the Bureau ef Retirement, Insurance
an@ Occupational Health of the Civil Serviee Commission.
I would like to quote frem Mr. Ruddock’s reports. In
1976 he stated: | S
; "I found the Agency’s exercise of the discretion
to designate CIARDS participants to be of con51stently.
-high quality, Wlth due concern that determlnatlans of
what service is qualifying conform to the'law, the =
regulations, and the intent of Congrese as the
Agency understands that intent." .
In 1977, he stated:
"Discretion to designate employees for partici-
pation in the Central Intelligence Agency Retirement

and Disability System has been exercised very carefully

16
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during the past year, and.determinations of what
service is qualifying have been made consistently
-in conformity with the law, the regulations and
the intent of Congréss." |
Mr; Chairman, vie feel we have discharg;d well our‘
respon31b111ty for thls speC1al retirenent system which is
of vital importance to the management of the ope ational
cadre of ‘the CIA. _— N
Finally and briefly, Mr. Chairman, I would like to
address the question of a mandatory retirement agé for
Agency employees covered by the Ciﬁil Service Retirement
Act, - |

The recent overwhelming vote by the House of

fdo

Pepresentaglves to abolish a mandatory retlreman age

<

el
the C1v11 Service Ret ment System was the occasion for
us to re-examine our policy on this matter in the Agency.

Ve have determined that the factors that argue for a mandatory .-

‘J-

dre, as explained earl

(o]

C

)

age for the operationa
longer present in regaré to other employees.. Ve have,
therefore, decided that we have no representations to offer
in regard to a mandatory retirement agé'for Agency emplayees
under thé Civil Services Retirement Act and have changed that
policy.

Mr. Chairman, this concludes my statement, zand I will be

happy to answer any questions. Thank you.
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TABLE -NO. 7

) The Agency criteria for qualifying service in CIARDS,
implementing the two statutory criteria contained in the
Act, are as follows:

"Qualifying service" means performance of duty
as an Agency employee

(2) when assigned either PCS or TDY to
any place outside the 50 states and
the District of Columbia; or

(b) which requires a substantial risk
- to the life or health of the
employee; or

(c) which requires the continued practice
of tradecraft under conditions of most
stringent security for the purpose of
maintaining personal cover in support
of Agency activities; or

(d) which, when retirement is imminent,
is adjudged to have been so sensitive
or so specizlized that security
requirements forbid disclosure of
this duty and that, as a result, it
is unlikely the employee will be able
to obtain employment for which he is
otherwise gualified.
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3 AR 1977

Hy. Robert E. Shelion
Project Director
Federal Personnel and
Compensation Division
.351F§d States Ceneral Accounting 0ffice
wYasnliungton, D. . 20548

Dear Mr. Shelton: . : o ' B ;
> . - -~ ]

This is in Teply to your letter of 11 November 1874
requesting Information on the CIA Retirement snd Bisability
Syst?? (CIARDS). he information presentod hare is kavrdh‘
to 11xe—numbarcﬁ paragraphs in Your letter. T -

1. A%l.career enployess of CIA may bhe sijiei
they ars citizens of the United States, zre at le
years of age and less than age 69, and have conmel

he of § Fvr3 = : 15 fvin
60 montns of qualifying service. Qualifying servi
defined as performance of duty:

(¢
@
hadl

"

~ when assigned ecither PCS or THY %o zn
. . s ] o “i2l Place
outside of tha 50 United States, or 7

- which yequires a substantial risk to the life
or h=alth of the emploves, or

. v - » ’ -
- which requires the continued practice of trade-
craft under conditions of most stringen® security for
.c - - - -~ - -
the purpose 0L malniaining personal cover in support -
of Agency activities, or - ]

- w§1ch, when retirement is imminent, is adjndoed
to hgve Deen SO sensitive Or'so specialized that segv*irw
Tequirenents forbid disclesure of this duty and that -

»as a result, it is unlikely the employce will Le able
to obtain employment for which he is otherwise qualified

2. CIARDS was emacted into law (P. L. 23-643) on

' : nzeded to give CIA a2 panazement
Y to kesp its overational
zzardous o hesalth or safetvw
from normal Covernment ’
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=mploynant‘ voung, vigorous, resille~* and ndantahla
APPFW?d FoeReledss=2001 /QZ/‘F&eCM\ﬂJPSs tO@MZROﬁQﬁWQS—G ics is
absoclutely essential to the Agency, but the nature of
certain Agency assignments results in such characteristics
being found in diminishing degrees after age 53 in enployees
who were subjected to a2rduous demands. The obligation
to serve anywﬁera at anftlru, unhealthful Iacaglons’
dangerous asslvngenbs, stresses and strains of irregular
work hours z2nd disruption of family and private life all
contribute to a lessening of interest and enthusiasm for .
continued arducus duty. Such motivational exhaustion
would diminish the effsctiveness of the operational cadre
if means vers not available to keep that cadre young and
vital It was te the Agency's vital interest, therefore,
to aav elop & retirement system that would permit retireneat
at early ages of thoses who earned such retircnent.

Apart from a concern for the effects of erosion of
cffectiveness of its operational ca re, the Agency had other
interests in a2 system that would pe*ﬂ?t managed attrition.
Major changes in direction, orientatior or extent of
oper1L10ﬂ11 effort may result in there being excess to our
needs certain employeses whosa skills zre thcreny readered
pbsolascent. Such situztion requires encouraged 3f not
forced attrition so that the Agaacy,ﬁay proceed to use
its personnel authorizatioms for new initiatives. The
task of seeking other employment is, for these Apency
employees who are thus separated, sometimes aggravatsd
by not being able to describe freel y their qualifications
to a prospective employer.

CIARDS was designed to put into the hands of Agency -
management, a2 teool that could ensure achievenent of the )
objectives enumerated above. CIARDS is thus a retirement
system intimately meshed with ranagement needs and ohjective
to a degres not found in 'the Civil Service System; it permit.
the Agency to manags attrition of emplovees in The System
and to mininize subjecting managenment to innumerable and
mnpredictable personal restirement cdecisiens. Iﬁ ordar to
lessen the adverss effects of managed attrition and yet
pressrve our ability to recruit and retain high calibre
nersouﬁel, we must moke reasonable provisions for the
futures of those individuals whe a;e~r°t1red hefore £ull-
+ime carsers of 30 years or nore and whose careers ars thus
foreshortened in the Agency's interests.
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b, The Civil Service System was considersd inadequate
bacauss it could net permit AZEnCy nanagenent to usa ratira-
ments as one of the nethods for keepins the op2rational
caare (and supporting elements) young, vital and flexiblo.
Mandatory vretirement in the Civil Service System was age 73,
and the earllest optional rerivement was at age 60 with
30 years of service. IniJuly 1966, optionnl retirsment
was liberalized to age 60 with 20 years® seyvice or a2ge 55
with 38 years' service (mandatory retirement age remained
age 72). Azency managemsnt wanted a system that would
raduce’ the mandatory retirsment aze by 10 years, that wonis
permit voluntary rxetirements at age 30 with 20 years of
sexvice and which wonuld pernit a slightly better rate of -
annuity.
for Government workers in the dozmestic B. S. o 1ts posses-
sions, and although it does provide for service that is
:azardons to health or safoty, is not equipped to copa with
the unique security reguirements of CIA for enployees whosa
duties are clearly distinguishable from normal Government
employnment. (See refersnce to disadvantags describsd in
paragraph S5,b. followingz.) -

€.  The priecipal veason for tha provision for carly
retlrement was to permit retirsment, at ages osrlier than
possible under the Civil Service System, of those enployses

The Civil Service Systsn was designed princinpally .

-

vhose caresrs were involved in the tyves of dutiss previously

described.
ment thersby to ensurs that the cadre of employees engaged
in such duties would be kept young, resilient, vigorous
and adaptable. The success of thase ains is apparent £ron
the averags ages of retirees under CIARDS for the past ten
Yenrs.

The ultimate purpose was to enable Agency manasze-

FY-57 age 55.1

FY-863 age 54.3

FY-49 age 54.4

FY-70 age 54.9

FY-71 age 53,2

FYy-72 aga 52.7

¥Y-73 age 53.3

FY-74 age S1.7

FY-73 age 51.8

FY-70 age 51,2

d. The CIARDS has bzen emended six times by public

law. Except for two provisions peculiar to CIA, thesa
amendments enacted into CIARDS features that had heewn
incorporated by the Congress into the Civil Service Systam
for the civilien work forcs of tho Governmant. This was
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under 1nil in w2 coverage of
henafits Conor#ss hh enacted for civilian Federal
enployees nmeperally. The two provisions peculiar to
CIARDS wero:

(1) To obtuin increzse in the gueta cn
retirements for the perlod 1 July 31385% - 30 June
1974 and & neyw quoLa for the pericd I July 1974

30 Junse 19793, and

- {2} to incorporate into CIARDS by Executive
Order rather than by lezislatrion chsa 1383 1n pro-
visions in the Civil Service System for which
there are comparable prcviszons in CIARDE.

e. It is 2n estadblishaed fzact that sowme degree of
bettar (nnrhzns not preferential) ben2fits are a2uthorized -
for certain civilian Federal omployees vwhosz dnties arxre
noticeably difforent from normal civilian Federal employ-
ment and who ars erploysd witnln an orzanlzationzl context
in which panagement has a vital interest in keeping the
work force young and vital and uses managsd retirsment
ns one tosl Ffor that purpese. Foreign Service Officers,
fixe fighters and law enforcement officers are three such .
ewnmﬁles thot come readlly to wind. Retiresent systens
incorporating these two princ;“al features are designed -
priwarlly for tha beneflt of the organizations they
serye; the siightly better be aefits are a forn of con-
pensat iOﬁ for thosz employees whosa caresrs are fore-
shortened in the interast of largsy csblectives of manage-
nent and the organization. o :

CIARDS coverage, with its aaalt onai be“vzigé, is
avardad to those few Agency employees wh c perform what
the Congress saw as dutles that (1) are hazardous to
beqltﬁ and safety and (2) are clearly dlStln?“lvhaD
from normal Govermment employment and vwhose careers 3rc
affected more by management objectivaes than are those of
the gensral Tun of civilian Fadaral employees. The Agency
has leng Peld and Congress by its actions has supported,
the helie thﬁt in the interests of a viahle national
intelligence effort, it is important to ensure the nain-
tenance of 2 young and vital cadre; and to psrmit the
aarly retirement, in order to sesk other careers, of
those officers who, by diminished capabilities and
notivational ewhathfon ne longsr measurs ud 10 Lb ase
stringent requireme rus.

H

%. When a CIARDS participant 7= 1:3’13 and tyransfers
without 2 break in service to ano*her Agency under the

Civil Service SBysten, his retirement contributions are
autematically transferred from CIARDS to the Clvil Serwvice

l
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are transferred automatically from Civil Servicae To

CIARDS. . If there is a breaX in service, the employee

involved must apply for a refund of contributions and -

nake a redeposit of then to the retiremant system into

which he is entering. ' :

a. P, L. 88-643 and P. 1. 81-626

b.  Agency experience is that about 335 Agency
enployses transfer from Civil Service to CTARDS each
year, and about 53 each year transfer .in the opposits
diraction. : )

¢. Under the provisions of Section 252c(1} and )
(Z) of the CIARDS Act of 1954 {(r. L. 88~643}, employece
contributions and Covernment contributions are trans-
¢rred by the losing system to the gaining system. -

4. VWhen a CIARDS annuitant is reamployed by the
Government under the Civil Services retirement system, the
anount of annulty is offset from salary. Such reemployment
does not qualify the CIARDS retiree for a supplemental
annuity under CIARDS and he may not, according to the - -
Director of BRIOH at the Civil Service Cormission, qualify
for benefits under the Civil Service System (This Tuling
is now being restudied in the Civil Service Commission).
Vhen a CIARDS annuitant is recalled to service in CIARDS
(not reemployed) his annuity ceases, he goes on full salary
and his annuity benefits are computed a@new when he again
retires. - .-

a. The basic CIARDS law does not provide for
the payment of 2 supplenental annuity. The ineligi-
bility of a CIARDS annuitant to varticipate in the
Civil Service Systenm is tased on a ruling by the
Pirector of BRICH at the (SC.

b. A reemployed annuitant of another retirement
System has no covarage under CIARDS. . T

5. a. Nine (2) complete man years are devoted full
time to the administration of CIARDS. This totals 5159.602.
These figures represent 4 nan Years by 5 employees of the
Office of Finance and 5 man years by 5 employees of the
Office of Persoanel. Thessz errloyees are envaged in
activities which would not he performad if CIARDS was not
in existence. -

The Office of Personnel has 10 other emnloyees who
devote part of their time to CIARDS retirement. It wust

he emphasized, however, that the activities of these
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nﬂn?ov 223 a~~ 8 function 0f the total mabsry of ewployess
ApprimeoCE‘o} Rhmdsoaunmm:z.:maapamommmu%mﬂ 00053321, In

obzer words, I€ tha Ag»pcv did not have CIARDS and all
erployees wears undasy Civil Service, the navt-tine effare
thaaa cunlnyz2es n“b girvect toward CIARDS retireant moztters
vonld be devotad to Civil Service retirssment =atiors.
These 10 omploy=2es ars not employsd solalv becanse of
'CLAR»». fﬁey are emplovead “FC“”SP of the total retirepsnt
ctivisy in CIA.  For yorr infornation, however, the p -

Lad 4
tima that thaese 10 devnls % CI;: mon
at zn annval cost of alG*,>7¢. We balinva 2% For vour

- purpeses, however, you will waat to concsra yourself with
tha nanpowey and ¢asis ralated solely to the existonca of
CIARDS -~ in this cass, 315D2,802.

b, The nine man-yzars cited in parazranh 2. are notr
camnqtte& to dotiles other than those relazed to CIARDS:
the positions invelved exist exclusively hecauss of CIARDS,
The 10 enployses who are engaged part-tinms (S man-years} -
on CIAZDS devote the vempindsr of their tize to Civii .
Szrvice apd othe? re*irenent mathters. ) -

<. Tha ceaputgr cost for finamecial support to CTARLS
other than actnarial support, is $15,0230 per yesrw y
cost of computer support For actuarial valuatior = 7,
.ﬂstirahvl at 310,040 Per year. , ST

*h

ni
@

. d. There would be dafinite advantas
= disadvantagas if Alenlsvrh ion of tke
selidatad bpnder one Federal anployes ¢

The advantages would e in relleving t
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Incluestd in the system, and (3) income on investments
U.S5. Government securities.

fal
b

b. Public Law 94- 522 author
appropriations for amounts necess:

lJ }-J!

zed anaual
Ty to:

(1) Finance, in 30 equal annual installnments,
the unfunded 1liability created by any statute
which authorizes new or liberalized benefits,

- extensions of coverage or increases in sala 2XY.

(2) Meet the normal cost of each year which
is not met by mployeﬂ/ympIO{ar contrlbutlons.

(3) EQLnl interest on unfundsd liability and
to relmburse the Fund for the estimated portion
of annuities for the year attrluutable to military
snrvice cradit (at 70% level for 1977; 363% for-
1073; 90% for 1“79 and 100% for 1928 and for each
Flgcal Year thersafter).

c. 'The system does have an unfunded 1iability,
caused by the fact that Fund resources, prior to enactms:
of P. L. 94-522, have been limited princinally to employ:
contributions znd matching employer contributions baotwh_
July 1956. These contributions have never been adequate
to fund the benefits pavable under the Act. Future
appropriations by Congress, in keeping with the appropric
aunthorities centained in P. L. 94-527 will substantially
slow further growth 1n uniunded 1liabliiity.

- -

7. The current rormal cost of the system is tres »ec
-as classified information becauss the Agency annwral payr
for current employse/participants could be computed by
using the normal cost and the amount budgeted for he
short-£fall betwzen mormal cost and employee/employer
contributions.

a. lNormal cost for CIARRS is defined as the
total level percentage of qﬁLl”lpﬂth career szlary
for all future mow entrants raquire 0 prov16e the
benefits expected to be paid less the ent value
of 2li henefits ?ﬁsnlkinb from service unéer other
retirement systems and less the cost of credit zllowe
for military service.

b. It was agssumed that general salary increases
would be at the annual rate of 4% and that cast of
living increases in annuities wourld bes 2t an anaual

rate of 4%,
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z a Y i 2 nzdle at
five Vear intervals consistent with a stipulation
in thz Act r»qul‘lng such valuations ot intsrvals
of five yeaxs. These valuations have Leen pads by
the 0ffice of Govarumsnt rlnaacirg, Office of the
Sscretary, Dspaxtment of the Treasury, and have not
been subjected to independent reviews excent that
most rocent valuation was nsed by the s;alyst; 13
the Congressional Budget Of{fice in theslr prepara-
tion of the estimated cost of the rece le enacted

P. L. 94-522.

d, Ve have no coaparative data base for making
a dezermination as to whethay there has basn any costT
growth in the systewm in terms of normal cost.

I should iike to amphasize that ths CIARDS swwas enacted
into public law to be extended only to those “certain®™ -
enployses of CIA whose careers are involved in duties that
are hazardous to hwealth snd safery or are cleariy distin-
guishable from normal Governnant e%p’oymwrt. (I have
agtachaﬂ a copy of ths basic Act for your we?usal 3 CIARDS

thus extended to only a yportion pf CIA personnel strength;
the vast majority of the &gcncv’s e”nlovaes qra und the
Civil Service System. To ensura that the Agcﬁ:f ronld _
adninistexr CIARDS very carefully, Con5re»J set a puusrical
limit (a guota) on the number of retlirements tnét Rray be
pernitted under thoe System. CIARDS 1s ths only Pederal
retivemsant systam that has 2 linit or guota on ”*tl;anentﬁ-

A completely objsctive study of how t 2 Agancy ha
adainistersd CIARDS was perforned in Cctober 1876 by &
highly qualified and respected "0u+s*ver,’ ¥r. Andrew

Ruddock, former (retired) Director of the Bureau of Rstirs-
rent at the Clvil Szrvice Commission. This report was
submaitted to tho Svhceonmittee on Inve stigations of the
Hense Armad Services Committee.  Similar reports are to
be submitted to the Subcommittee annually hereafter, in
Cctober. ) -
" We are sympathetic to your iaterest in examining the
possibilities of promoting e:flcxapcy by merging various
Federal retirezent sttans. Speaking only foxr CIARDS,
however, we nust taks the position that, beczusz of tha
statutory responsibility of the Director of Central
Intellizence to protect intellig=snce sounrces and methods,
the dictates of security conpel us to oppose the counsoll-
dation of CIARDS with other systams into 2 single organiza-
tion/system. Allisd with this stand is the fact that CIARDS

-B-
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Intinnte” nresha

+h Ao T 50T PO =
2 : » 2 2 i 2
APPMWEQI'ZZR%E&P’O'1IO71X.:C. P‘ﬁ)'g 8190 4?5(@@})15“ ?96&3 " e
In order to assist you further +o vwéﬂ?s‘ﬁn& ths
nanazement and socuriiy structure inta which PIﬂRﬁqnzo
' h a R A - LYY SR - -
watervoven in the Agency, I have taken the 1iberty of)
» PR > £d el
ettaching a storilizaed cepy of a letter which our Fform
3 A Vi % 1 2 AP PO
ﬂ*rectar, Mro William B, Colby, sddresse=d +o thia Direc
gf the ? €fice of Managenant and Budger in Aoril 197Sv
* -.,,. . . L3 I P L 4
Mr. Colby lotter was written in respense o a quary
rrnm OB oui;a similar to your letter to which we are
here febﬁondlwﬁ. I nope that ths infarmation ;ravié;d
hoth let: Is usefnl ¢o von in yc"* task,
Sinceral
SRS ORI S cc
. F. ¥, M. Janney
Director of Perzonnel
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3T URCTASSIFED

| 1  “™NFIDENTIAL |

SECRET

EXEGUTIVE SECRETARIAT

D

Routing Slip
TO: ACTION INFO | 'DATE | INITIAL
1| ocl v [wo/cef
2| ool v, |wélce®
3| DD/RM ’
4| DD/NFA
5| Db/CT )
DD/A V4 ce
DD/0
8| DD/S&T
9| Gc
0] Lc 7/ | e
ny{ ie ) ;
12| Compt v ceC
13| PA
14 D/EEO
15| D/Pers
161 AQ/DCI
17| G/IPS
18{ DCI/ss
19
20
21
22 ‘
SUSPENSE DATE: / ? Jore 78
Remarks:

3637 (4-78)
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To 62 Please develop Dey response,
in Coore Matren W ith A< gCompr;




 UNCLASSIFIED g

SUBJECT: (Optional)

ioFT
TS 7.7

CIA's Comments on GAO's Draft Report Proposing -7bM%Mb93?éﬁSE§:?ﬁ
, a Single Federal Retirement System V-0
FROM: EXTENSION 0. : ]

75-4035

J. F. Blake o _ DO/A Registry | °°C

Deputy Director for Administration ATES , T

7D24, Hqs. [ /Y 5215/~

f’:/ :uoil:din(go)ﬁicer designation, room number, and DATE /

INITIALS

RECEIVED FORWARDED

OFFICER'S COMMENTS (Number each comment to show from whom

to whom. Draw a line across column after each comment.)

1.Comptroller

4E06, Hgs. , gjﬂ/k

il

The General Accounting Office (GAO)
conducted a study (begun in March

2.0ffice of General Coun§§l

7D07, Hqs.\f\ k;oqg 62«/”

3.0ffice of Legislative Coun

6C19, Hgs. Sel\ké\ n«f"

1977) of the feasibility of merg-
E ing all 51 separate Federal retire-

ent systems into a single retire-

A// ment system for all Federal

civilian and military employees.
The study was requested by three

committees in the House:

-~Armed Service

/@eputy Mrector of Central
Intelligence

IrFB

--Banking and Currency
--Post Office and Civil Service

7E12, Hgs. 21 Gren,
S Directer-ef€entrat— A

Jnfp111gann -

orIT

7E12, Hgs.

On 24 May 1978, GAO sent us, for
comment, a copy of the report it
intends to submit to the Congress.

The report proposes to merge 38
separate retirement systems,
including CIARDS. Our comments

are reflected briefly in the

/;;)&'attached letter for the DCI's
/

signature and at length in

f?é,\/ﬂ/ é//z.:s ~

Attachment A. The other two
attachments are back-up material

for Attachment

S[TATINTL

13.

14,

15.

200110726
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